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EVOLUTION OF A FIRM’S PERSONNEL FUNCTION
We CPAs who practice public accounting con­
tinually deal with people—our staff, clients, govern­
ment officials and other professionals. This is what 
the profession is really all about. Yet, except per­
haps for an introductory course in psychology or 
sociology, how many of us have had training in peo­
ple administration?
The personnel function is an integral part of the 
administration of an accounting practice. When we 
look at the problems that have created the most 
frustrating situations for us, we usually find that 
they involve people more than technical matters. 
The personnel function thus involves our admin­
istrative staff as well as our professional people. 
Many areas overlap and it is sometimes difficult to 
see where personnel administration stops and gen­
eral administration begins.
The following case study traces the evolution of 
the personnel function in our firm, which was 
founded in 1922. In 1947 the firm had one office, 5 
partners and a total complement of 20. There are 
presently nine offices, 19 partners and over 120 peo­
ple in all.
In the early years of our firm, personnel admin­
istration evolved generally from the autocratic per­
sonality of the founding partner. His policies and 
style dominated the firm for 30 years and, as a re­
sult, much of our personnel administration was dic­
tatorial and largely undocumented (we had no 
personnel manual), except when problems arose.
Undocumented personnel policies obviously gen­
erate uncertainties among the staff. Job classifica­
tions are unclear, staff authority is undefined and 
the unwritten policies themselves are subject to 
misinterpretation and inconsistent application. 
This can cause unrest and result in an active grape­
vine to the detriment of employee morale.
We have always considered ourselves a high- 
quality office and we had an incentive system that 
developed and motivated a very skilled technical 
staff. However, this was almost the sole evaluation 
system—a bonus check distribution based upon 
production. The main drawback of this system, 
though, was that although the practice was expand­
ing satisfactorily, we found we were unable to re­
ward all our high achievers through admission to 
partnership.
To remedy this, we decided to pick one of our 
bright and aggressive staff members and open a 
service office in a community where we had a nu­
cleus of work sufficient to support it. Successful 
growth of the office was rewarded in due time by 
acknowledgment of partnership status, and it was 
in this manner that most of our branch offices 
originated.
The autocratic personnel administrative system 
that had prevailed since the founding of the firm 
obviously fell apart when we began branch office 
operations. About the same time we merged with 
another firm approximately fifty miles away in an 
area where we had little practice. Formalization of 
firm policies then became mandatory.
During this period we had begun to develop tech­
nical manuals, primarily to achieve consistency in 
the presentation of financials. We soon found the 
manuals to be quite valuable in staff training and 
development, so we began to include memoran­
dums in them on personnel matters such as office 
hours, travel, reimbursement, vacations and time 
reporting functions. With several branch offices and 
a merger with complete strangers, we concluded 
that a better firm manual needed to be created—one 
documenting our firm policy objectives and profes- 
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Managing a Multioffice Firm
Running a one-office firm can be difficult enough, so 
why would anyone risk making the operation even 
more complicated by opening other offices? The fol­
lowing answers to this question and some suggestions 
for managing a multioffice firm are based on presenta­
tions at AICPA MAP conferences by Edmond L. Smith, 
CPA, Marshfield, Wisconsin; David A. Tonneson, CPA, 
Wakefield, Massachusetts; and Robert F. Warwick, 
CPA, Wilmington, North Carolina.
Sometimes, two or more offices will provide addi­
tional growth opportunities for the firm or permit it 
to offer better services or quicker response to cli­
ents. Also, if the nature of the practice necessitates 
considerable staff travel, opening other offices can 
reduce this and perhaps even result in lower staff 
turnover if time away from home is a problem. An­
other valid reason for having more than one office 
might be that a firm has a number of outstanding 
people it wants to keep and believes that a multi­
office operation will provide advancement oppor­
tunities for them.
Opening another office should be a carefully 
planned operation and must be in keeping with your 
overall growth plan. There are a number of ap­
proaches you can take. You might find, for example, 
that a merger with another operating practice can 
be beneficial to all concerned. Or perhaps you would 
prefer to buy out another practice. Also, if you have a 
few clients in another location to reduce the level of 
financial risk to the firm, starting a new office from 
scratch might be the more advantageous route.
If you are opening a new office, there are a number 
of considerations to bear in mind in selecting the 
site. The more obvious ones include accessibility to 
clients and an economically viable area that 
provides both growth potential and an attractive 
environment for staff.
Staffing needs will be different with each situa­
tion—the nature of the work governing the mix of 
professionals and paraprofessionals, etc. If you can, 
it is better to promote from your present staff to fill 
positions than to hire from outside the firm. Some­
one must be in charge of the office—someone who is 
good at client relations—and while this person need 
not necessarily be a partner, partner responsibility 
for the office is a must.
Good communication between offices is essential, 
too, if the new office is to be viable. Procedures and 
routines for billing, time and expense reporting 
must be established, put in writing and communi­
cated to staff. Forms must be standardized between 
offices if there has been a merger or buyout to avoid 
confusion.
Distance between offices can make the processing 
of work difficult and you may have to rely quite 
heavily on telephone calls and memorandums to 
staff. If you are to keep on top of such decentralized 
operations, you must have regular partner and staff 
meetings at which each office is represented.
One firm decided to open an office in another 
location because many high-technology com­
panies—a field in which its staff had developed con­
siderable expertise—had moved there. Growth is an 
integral part of this firm’s philosophy and opening 
another office was viewed as an opportunity to give 
the firm a good image with the total regional busi­
ness community. Since they weren’t known in the 
new location, the partners decided that the office 
needed the status of the in-charge accountant being 
a partner. After considerable deliberation as to who 
would be the right person for the job, they selected 
someone who only recently had been made a 
partner.
The firm provides strong home-office support for 
the branch office. They have two partners present at 
the first meeting with new clients and the managing 
partner visits twice a month. The home office han­
dles all billing and collections, staff training and 
quality control reviews.
The city, type and actual location of the new 
premises were dictated by the need to be both at­
tractive and accessible to the high-technology com­
panies in the area and to the bankers and attorneys, 
its main source of referrals.
Once settled in a new office, how can a firm 
quickly establish its identity? This particular CPA 
firm decided to budget a realistic promotional pro- 
(continued on page 5)
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Highlights of Recent Pronouncements
FASB Statements of Financial 
Accounting Standards (SFASs) 
No. 65 (September 1982), Accounting for Certain 
Mortgage Banking Activities
□ Extracts the specialized principles and prac­
tices from AICPA Statement of Position 74-12, 
Accounting Practices in the Mortgage Banking 
Industry, and SOP 76-2, Accounting for Origina­
tion Costs and Loan and Commitment Fees in the 
Mortgage Banking Industry.
□ Establishes standards for certain mortgage 
banking activities as well as several different 
types of loan and commitment fees.
□ Requires that mortgage loans and mortgage- 
backed securities held for sale be reported at 
the lower of cost or market value. Origination 
costs associated with loan applications re­
ceived directly from borrowers are expensed 
as period costs. The premium paid for the right 
to service loans in a purchase of mortgage 
loans ordinarily is capitalized as the cost of 
acquiring that right.
□ Effective for transactions entered into after De­
cember 31, 1982 with the exception of certain 
paragraphs which are effective for fiscal years 
beginning after December 15, 1982.
No. 64 (September 1982), Extinguishments of Debt 
Made to Satisfy Sinking-Fund Requirements
□ Amends FASB Statement no. 4, Reporting 
Gains and Losses from Extinguishment of Debt, 
so that (a) gains and losses from extinguish­
ments of debt made to satisfy sinking-fund re­
quirements that an enterprise must meet 
within one year of the date of the extinguish­
ment are not required to be classified as extra­
ordinary items and (b) the classification of 
gains and losses from extinguishments of debt 
made to satisfy sinking-fund requirements are 
to be determined without regard to the means 
used to achieve the extinguishment.
□ Effective for extinguishment of debt occurring 
after September 30, 1982.
No. 63 (June 1982), Financial Reporting by 
Broadcasters
□ Extracts and modifies the specialized account­
ing principles and practices contained in 
AICPA SOP 75-5, Accounting Practices in the 
Broadcasting Industry.
□ Establishes standards of financial accounting 
and reporting for broadcasters and for barter 
transactions and network affiliation agree­
ments by broadcasters.
□ Exhibition rights acquired under a license 
agreement for program material shall be ac­
3
counted for as a purchase of rights by the li­
censee; the related asset and liability shall be 
reported when the license period begins and 
certain specified conditions have been met.
□ Effective for fiscal years beginning after De­
cember 15, 1982.
No. 62 (June 1982), Capitalization of Interest Cost in 
Situations Involving Certain Tax-Exempt Borrowings 
and Certain Gifts and Grants
□ Requires capitalization of interest cost of re­
stricted tax-exempt borrowings less any inter­
est earned on temporary investment of the 
proceeds of those borrowings from the date of 
borrowing until the specified qualifying assets 
acquired with those borrowings are ready for 
their intended use.
□ Proscribes capitalization of interest cost on 
qualifying assets acquired using gifts or grants 
that are restricted by the donor or grantor to 
acquisition of those assets.
□ Effective for tax-exempt borrowing arrange­
ments entered into and gifts or grants received 
after August 31, 1982.
No. 61 (June 1982), Accounting for Title Plant
□ Extracts the specialized principles and prac­
tices from AICPA SOP 80-1, Accounting for Title 
Insurance Companies.
□ Requires capitalizing costs incurred to con­
struct a title plant until it can be used to do 
title searches.
□ Requires that capitalized title plant costs not 
be depreciated; that costs of maintaining a ti­
tle plant and doing title searches be expensed 
as incurred.
□ Effective for fiscal years beginning after De­
cember 15, 1982; accounting changes adopted 
to conform to the statement shall be applied 
retroactively.
No. 60 (June 1982), Accounting and Reporting by 
Insurance Enterprises
□ Extracts, without significant change, the spe­
cialized principles and practices from AICPA 
insurance industry guides and statements of 
position.
□ Establishes financial accounting and report­
ing standards for insurance enterprises other 
than mutual life insurance and assessment en­
terprises and fraternal benefit societies.
□ In applying the statement, insurance contracts 
are classified as short duration (such as 
most property and liability contracts and 
credit life insurance) or long duration (such as 
whole-life contracts).
□ Effective for fiscal years beginning after De­
cember 15, 1982; accounting changes adopted 
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to conform to the statement shall be applied 
retroactively.
FASB Interpretations
No. 36 (October 1981), Accounting for Exploratory 
Wells in Progress at the End of a Period (interprets 
SFAS no. 19)
Statements on Auditing Standards
No. 43 (August 1982), Omnibus Statement on Audit­
ing Standards
□ Amends certain paragraphs in SAS no. 1, Cod­
ification of Auditing Standards and Procedures, 
related to generally accepted auditing stan­
dards; the auditors study and evaluation of 
internal control; inventories held in public 
warehouses; variations in presentation of the 
statement of changes in financial position; 
controls and auditing procedures for owners 
goods stored in public warehouses.
□ Amends certain paragraphs in SAS no. 2, Re­
ports on Audited Financial Statements; no. 5, 
The Meaning of “Present Fairly in Conformity 
with Generally Accepted Accounting Principles” 
in the Independent Auditor's Report; no. 38, Let­
ters for Underwriters and no. 39, Audit Sampling 
— delays effective date to June 25, 1983.
□ Effective for examinations of financial state­
ments for periods ended after August 31, 1982, 
except for the amendment to SAS no. 39, which 
is effective retroactively to June 25, 1982.
No. 42 (August 1982), Reporting on Condensed Finan­
cial Statements and Selected Financial Data
□ Provides guidance on reporting in a client-pre­
pared document on (a) condensed financial 
statements that are derived from audited fi­
nancial statements of a public entity that is 
required to file completed audited financial 
statements with a regulatory agency; and (b) 
selected financial data that are derived from 
audited financial statements of either a public 
or nonpublic entity and that are presented in a 
document that includes audited financial 
statements.
□ Effective for accountants’ reports dated on or 
after September 30, 1982, on condensed finan­
cial statements or selected financial data.
No. 41 (April 1982), Working Papers
□ Supersedes SAS no. 1, section 338.
□ Requires an auditor to have working papers 
sufficient to show that the standards of field­
work have been observed.
□ Provides guidance on the functions and nature, 
general content, and ownership and custody of 
working papers.
□ Effective for engagements beginning after May
Practicing CPA, November 1982
31, 1982, that are covered by statements on 
auditing standards.
Statements on Standards for 
Accounting and Review Services 
No. 5 (July 1982), Reporting on Compiled Financial 
Statements
□ Amends the reporting standard and example 
set forth in paragraphs 14(a) and 17 of State­
ment on Standards for Accounting and Review 
Services 1.
□ Effective for periods ending on or after Decem­
ber 31, 1982.
No. 4 (December 1981), Communications Between 
Predecessor and Successor Accountants
□ Provides guidance to a successor accountant 
who decides to communicate with a pre­
decessor accountant regarding acceptance of 
an engagement to compile or review the finan­
cial statements of a nonpublic entity.
□ Requires the predecessor to respond promptly 
and fully in the event of such communications 
in ordinary circumstances.
□ Provides guidance on additional inquiries a 
successor accountant may wish to make of a 
predecessor and the predecessor's responses to 
facilitate the conduct of the successors com­
pilation or review engagement.
No. 3 (December 1981), Compilation Reports on Fi­
nancial Statements Included in Certain Prescribed 
Forms
□ Amends SSARS 1 and SSARS 2 to provide for 
an alternative form of standard compilation 
report when the prescribed form or related 
instructions call for departure from generally 
accepted accounting principles by specifying a 
measurement principle not in conformity with 
generally accepted accounting principles or by 
failing to request the disclosures required by 
generally accepted accounting principles.
□ Provides additional guidance applicable to re­
ports on financial statements included in a 
prescribed form.
Statement on Standards for 
Management Advisory Services 
No. 1 (December 1981), Definitions and Standards for 
MAS Practice
□ Defines management advisory services, en­
gagements and consultations.
□ Provides guidance to members regarding rule 
201 of the AICPA Rules of Conduct within the 
context of management advisory services and 
establishes, under rule 204, other standards 
deemed appropriate for MAS engagements.
□ Effective for MAS rendered after May 1, 1982.
Managing a Multioffice Firm
(continued from page 2)
gram. They determined that the best type of activity 
would be for the new partner to join trade and civic 
organizations and to engage in speaking and writing 
assignments so that he would become known. Al­
though the concept of the firm as a single entity was 
strained a little at first, mainly due to lack of time to 
work with the new partner, the firm considers the 
new office very successful in terms of growth and 
profits.
Problems of operating multistate offices
Licensing problems
□ Reciprocal certificates
□ All partners licensed in the state
□ Time delays
□ Transferring people across state lines (CPAs)— 
residence requirements
Tax problems
□ Partnership—allocation of income
□ Partners—filing multistate returns
□ Multiple state payroll tax reports
□ Corporation—allocation of income
Legal problems
□ Laws governing CPA practice
□ Different code of ethics (state boards)
□ Need for attorney familiar with state law
□ State laws to be familiar with
1) Leases
2) State minimum wage
3) Employment agreements—noncompetes
4) Laws governing credit and collections
Professional corporations
□ Separate professional corporation for each 
state
□ Some states require all stockholders to be li­
censed CPAs in that state
□ Laws different for each state
Other potential problems
□ Does the state license public accountants— 
professional image
□ Do you have adequate contacts with
1) Bankers
2) Attorneys
3) State CPA association
4) Colleges and universities (recruiting)
Quality control problems
□ Auditing and accounting
1) Familiarity with multiple state laws for re­
porting purposes
□ Tax department
1) Partner familiarity with multiple state laws 
for income tax, payroll tax and property tax 
filing
2) Training staff—separate state tax courses




Because they believe that getting a pro forma re­
sponse from their CPA takes too long, clients often 
don't seek advice regarding the expected financial 
results of alternatives under consideration. 
However, there is a simple, yet powerful technique 
that the CPA can use to overcome this mental block 
and help clients achieve their goals through effec­
tive business planning.
The technique—breakeven analysis—examines 
the relationships between sales and fixed and varia­
ble costs. As its name implies, the breakeven point is 
the point at which revenues and expenses are equal. 
The technique is most useful when used to examine 
alternatives under a variety of assumptions, and 
great benefit can be derived when it is applied to 
future periods, particularly if a change in opera­
tions is anticipated.
Breakeven analysis can provide clients with dif­
ferent sets of income and expense projections under 
assumed conditions and alternative programs. The 
key to the CPA providing this service is being 
quickly able to answer clients “what if” questions. 
We suggest that a mini or microcomputer and a 
breakeven point analysis program will permit a fast 
response to these questions.
The advantages of computer-generated breakeven 
analysis are twofold:
□ “What if” questions are quickly examined from 
among a large array of alternatives at a reason- 
able cost without implementing the 
alternatives.
□ As the client sees the value of consulting with 
the CPA regarding decision alternatives, the 
professional relationship is strengthened and 
more sophisticated analyses are then possible.
A basic assumption of breakeven analysis is that 
cost can be subdivided into fixed and variable com­
ponents. Fixed costs are those which do not change 
in total with the activity level. Variable costs are the 
same per unit and change in total proportionately 
with the activity level. Another assumption is that 
relationships are linear within the relevant range. 
This simply means that costs and revenues will be­
have as estimated within a band of activity level. 
Other more sophisticated assumptions might need 
to be considered later.
Here are some examples of applications:
□ New products. Each new product has implica­
tions for both cost and revenue. Breakeven 
analysis permits comparison of decision 
alternatives.
□ Expansion. Breakeven analysis may be used to 
study the aggregate effect of a general expan­
sion of the business.
Practicing CPA, November 1982
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□ Advertising. Breakeven analysis can help deter­
mine the results needed for a successful adver­
tising campaign.
□ Planning. Breakeven analysis enables a busi­
ness to examine its progress toward its goals 
on an annual, monthly, weekly, daily or even 
hourly basis.
Following (as a service to readers) is the actual 
program in Applesoft BASIC. It includes a demon­
stration example and can easily be adapted to a 
broad variety of mini and microcomputers. The 
practitioner can use it to assist clients in making 
better business decisions and introduce them to the 
idea of more sophisticated analysis through the uti­
lization of computer-generated spread sheets.
-by Corey Schou, Ph.D.
Ronald Rubin, Ph.D.
Terry L. Campbell, DBA, CPA, CMA 
College of Business Administration 









FOR X = 1 TO 7 1520
LES? ";A1 
INPUT "TOTAL FIXED COSTS? "
700 T = LEN (C$(X,1,Z)):T1 = LEN ;A2
2 POKE 33,40 (Ct(X,2,Z)) 1 540 INPUT "TOTAL VARIABLE COSTS
20 HTAE: 10: PRINT "BREAK EVEN AN 
ALYSIS"
40 HTAB 18: PRINT "BY"
720
740





LET A4 = 100 - (A3 / Al * 1
0 0 )
60 HTAB 11: PRINT "COREY SCHOU, 760 PRINT 1565 RD = A4:GOSUB 3000:A4 = RD
PH.D." 780 NEXT Z 1580 FOR X = 1 TO 5:PRINT :NEXT
80 HTAB 11: PRINT "RONALD RUBIN, 800 GOSUB 4000 X
PH.D." 820 VTAB 20 1600 PRINT "CONTRIBUTION MARGIN*
100 VTAB 7:PRINT "THIS PROGRAM 830 HTAB 1 ";A4 ;"%"
DISCUSSES A SIMPLIFIED" 
120 PRINT "METHOD OF CALCULATING
840 PRINT " SALES*1
00.00%"
16 0 PRINT "DO YOU WANT TO CHANG 
ETHE CONTRIBUTION"
THE BREAK-EVEN " 860 PRINT " VARIABLE COSTS* 1 62 1 PRINT "MARGIN %"




1640 VTAB 24: PRINT "ANSWER YES 
OR NO PLEASE";:GET At
160 PRINT "BREAK-EVEN ANALYSIS I 900 PRINT "(30665/51000)" 1680 IF A$ = "N" GOTO 1719
S AN EXCELLENT" 920 VTAB 22 1700 HOME : INPUT "THE CONTRIBUT






ION MARGIN % SHOULD BE: ";A4 
: GOTO 1719
200 PRINT "A SMALL BUSINESS IS, 
AND MORE "
980 VTAB 1: HTAB 20: FLASH : PRINT 
"51,000": NORMAL
1719 HOME:B1 = A2 / (A4 * .01) :
D * B1: GOSUB 3000:Bl = RD
220 PRINT "IMPORTANTLY, WHERE IT 
CAN GO."
1000 VTAB 19: HTAB 34: FLASH : PRINT 
"30665": NORMAL
1720 PRINT "BREAK EVEN POINT (YE 
AR)=":B1





GOSUB 4000: VTAB 23: HTAB 1
1730 B2 = A2 / 254:RD = B2: GOSUB- 
3000:B2 = RD
260 PRINT "TAKEOFF POINT FOR SMA 
LL STORES."
: PRINT "NOW TO CALCULATE TH 
E BREAK-EVEN POINT"
1740 PRINT "FIXED COSTS PER DAY* 
$"B2
280 GOSUB 4000 1060 NORMAL 1760 PRINT "DAILY BREAK-EVEN POI
281 HOME : HTAB 10: PRINT " WOUL 1080 GOSUB 4000 NT IS ";
D YOU LIKE:" 





T = LEN (B$):Tl = LEN (Ft) 
:T2 = LEN (Cl$)
1780
1800
A7 = ((A2 / 254) / A4) * 100
RD * A7: GOSUB 3000:A7 = RD
283 HTAB 10: PRINT “2. BREAK-EVE 1140 VTAB 10 1820 PRINT "$";A7
N CALCULATIONS" 1160 print b$;"="; 1840 GOSUB 4000
284 VTAB 24: HTAB 10: PRINT "TYP 
E 1 OR 2 ONLY";
1180
1200
FOR X = 1 TO 37 - T 
PRINT
1841 HOME : PRINT "DO YOU WISH T 
O DO MORE (YES OR NO)";: GET




At: IF A$ = "Y" THEN 1480 
HOME
286 IF A$ = "2" THEN 1480 1260 VTAB 9: HTAB (39 - T): PRINT 1879 END
287 GOTO 281 F$: VTAB 11: HTAB (39 - T2): 1880 DATA DEPRECIATION,1800
288 HOME PRINT Cl$ 1900 DATA INSURANCE,210
300 F$ = "FIXED COSTS":V$ = "VARI 1280 VTAB 1 1920 DATA RENT, 4800
ABLE COSTS":B$ = "BREAK EVEN 1300 GOSUB 4000 1940 DATA INTEREST,840
POINT" 1320 VTAB 7: HTAB 1 1960 DATA UTILITIES,900
320 POKE 33,40 1340 PRINT "WHICH IN OUR CASE IS 1980 DATA LAUNDRY & MAINT.,360
340 C1$ = "CONTRIBUTION MARGIN" 2000 DATA TOTAL FIXED COSTS,891
360 BL$ = "
380 DIM C$(10,2,2)
1360 VTAB 9: HTAB (39 - T): PRINT
SPC( T): VTAB 11: HTAB (39 -
T2): PRINT SPC( T2)
2020
0
DATA COSTS OF GOODS SOLD,2 
755
400 FOR Z = 1 TO 2 1361 PRINT 2040 DATA WAGES,20005
420 FOR X = 1 TO 7 1380 GOSUB 4000 2060 DATA SUPPLIES,4800
440 FOR Y = 1 TO 2 1400 VTAB 9: HTAB (39 - T): PRINT 2080 DATA PAYROLL TAXES,2015
460 READ O(X,Y,Z> 8910: VTAB 11: HTAB (39 - T2 2100 DATA ULILITIES,610
480 NEXT Y ): PRINT .3988 2120 DATA LAUNDRY & SHOP MAINTA
500 NEXT X 1410 VTAB 13: PRINT "BREAK EVEN INCE,610
520 NEXT Z POINT (YEAR)= 22342" 214 0 DATA TOTAL VARIABLE COST,3
540 INVERSE : PRINT "PROJECTED S 1420 GOSUB 4000 0665
ALES = 651,000" 1440 HOME 3000 RD = (( INT (RD x 100 + .5))
560 PRINT 1460 FOR X = 1 TO 5: PRINT : NEXT / 100): RETURN
580 FOR Z = 1 TO 2 X 4000 VTAB 24: PRINT "PRESS ANY K
600 INVERSE
620 IF Z = 1 THEN PRINT Ft
1480 HOME : PRINT "NOW FOR YOUR 
BREAK-EVEN ANALYSIS"
EY TO CONTINUE"?: GET At: RETURN
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Evolution of the Personnel Function 
(continued from page 1)
sional posture. We then had to make two decisions— 
who should do it and how it should be done.
No one in our firm had any knowledge or training 
in personnel matters—none of us had even seen an­
other firm's manual. To our knowledge, none of the 
local firms in our area had a personnel manual and 
we didn’t think a national firms would be appropri­
ate for our small operation. Despite the lack of infor­
mative literature (these were pre-MAP days), we 
decided to do it ourselves.
Not really knowing how to proceed, we formed an 
operating committee and this became part of its 
assignment. After much redrafting of material, we 
finally produced a manual that was acceptable to 
most of us.
The first thing we did when preparing the manual 
was develop a firm philosophy. (Every firm should 
do this.) Each partner probably had his own phi­
losophy up to this time, but by putting it on paper, it 
became crystallized into a philosophy that each of 
us aspired to. The philosophy and policies that 
emerged were the personality of the firm. Basically, 
the policies categorized are those that are applica­
ble to four areas; relations with the public, clients, 
staff and the profession.
We find the manual is a handy reference for most 
personnel matters and, in particular, is of tremen­
dous assistance in the orientation and training of 
new staff. Our objectives are to develop, as quickly 
as possible, professionals who can deal with our 
large number of small clients on a one-to-one basis. 
To accelerate this development, staff members are 
required to initiate their own schedules and com­
mitments based on procedures that are incorpo­
rated in the manual.
Although our personnel manual is intended to 
document our firm policies, there remain some 
areas that are not fully documented. One that comes 
to mind has to do with terminations and relocation 
assistance. We strongly believe that all terminations 
should be handled with discretion and we work 
hard to keep them as amicable as possible, offering 
relocation assistance when we can. Yet our firm 
manual makes only a casual reference to this area.
Performance evaluations are an important part of 
personnel administration and the formalization of 
policies and procedures greatly facilitates the con­
duct of the evaluation conferences. With these docu­
mented in the manual, staff know what to expect 
and, importantly, what is expected of them. This has 
a positive effect on their performances and 
motivation.
With your firm manuals established and 
seemingly working satisfactorily, you still cannot 
afford to become complacent and relaxed. Manuals 
quickly become obsolete. Changes, additions and 
deletions are constantly required. Also, the ultimate 
goal of all personnel administrators should be to 
develop a personnel department. The maintenance 
of personnel files, CPE records, the filing of reports 
with various governmental and professional agen­
cies, together with the planning and evaluation of 
recruiting and CPE programs, and a host of related 
personnel matters suggest that from an organiza­
tional standpoint, a personnel department is desir­
able if optimum efficiency is to be achieved.
Who is going to be the personnel administrator 
though? Do we convert a technician or hire a spe­
cialist and train this person in the ways and needs of 
the profession? Must this person be a CPA and what 
about partner status?
We have not developed what I think one could call 
a personnel department in our firm. Part of the 
reason for this is our organizational structure. With 
nine offices and only 120 people, it is obvious that 
some of our offices are relatively small. My job as 
personnel administrator has been primarily as coor­
dinator of individual office administration.
In the home office, where I am located, the person­
nel functions are further supported by a technical 
director and secretary who maintain our personnel 
files and prepare most of the reports. Our technical 
director oversees the recruiting, training and eval­
uation interviews under the direction of the office 
manager. The technical director's duties overlap the 
training areas.
In small offices, such as ours, it is difficult to 
clearly distinguish between technical and personnel 
matters. The amount of authority assumed by each 
department when overlapping occurs, will depend a 
great deal on the firm philosophy and the strength 
and character of the managing partner or executive 
committee.
In my opinion, the delicate and intimate matters 
involved in personnel administration, dictate that 
the personnel manager be a CPA and a partner. The 
most common practice is to assign the duties to a 
technician (a CPA) who proceeds as best he can. But 
with the greater availability of informative litera­
ture today, such as the AICPA Management of an 
Accounting Practice Handbook, and management 
seminars, it is possible for a technician to achieve a 
reasonable competency in personnel admin­
istration.
The acid test
Even though we had been using personnel manuals 
for several years and thought our policies and pro­
cedures were fairly well documented, we discovered 
some weaknesses about two years ago while prepar-
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ing for peer review. The problems were primarily in 
the areas of independence, job rotation, personnel 
assignments, client acceptance and retention. Our 
personnel files were not centralized but were scat­
tered between branch and home offices and not all 
of our policies were documented.
While some of our policies and procedures were 
being followed, we had no supporting documenta­
tion. In order to pass peer review, we had to take a 
careful look at our technical and personnel man­
uals. It took a full year to get them revised and up to 
date to meet our standards and objectives.
At the present time, our firm manuals consist of 
six loose-leaf volumes. Volume 1 is our basic quality 
control document. Volume 2 is our personnel guide, 
but it duplicates many of the sections in volume 1 
because the areas overlap. (The other volumes are 
basically technical manuals.)
Some of the sections in our basic quality control 
document that others might incorporate in the per­
sonnel guide are as follows:
□ Assigning personnel to engagements.
□ Supervision of the engagements.
□ Hiring policies and procedures.
□ Personnel planning.
□ Evaluation of potential recruits.
□ Orientation of new personnel.
□ Professional development, on-the-job training 
and development of special expertise.
□ Advancement and performance evaluations.
No firm is too small to develop and begin using 
staff manuals. Small firms that have embarked 
upon an aggressive practice development program 
have probably already taken the initial steps of doc­
umenting their philosophies. This must be done as 
clearly and precisely as possible, and the philoso­
phy must be a genuine sharing of goals and 
objectives.
There are many aids available now to personnel 
administrators. The previously mentioned MAP 
handbooks are an excellent source of information. 
Many firms will sell their manuals to others, while 
some associations of CPA firms help their members 
develop their own staff manuals. Whatever the 
source, don’t blindly copy for your own use. They 
are good guidelines but your manuals must reflect 
the personality of your firm, what you believe in and 
what you really expect of your organization.
Keep your manuals current—review and update 
them regularly. Don’t be reluctant to delete or 
change a bad policy and, above all, make sure the 
procedures and policies are being followed.
—by Robert H. Jenne, CPA
Decatur, Illinois
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